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Question 1 
 
1.1 The South African government expenditure growth rates have averaged around 4% the past 
10 years. Given this increase in government spending some economists are concerned on the 
impact this might have on the Capital formation in the country. By using the Keynesian 
transmission mechanism explain why their concerns might be accurate.   (10) 
 
 
 
Illustrate: 
 
 
 
 
 
 
 
 
 
Explanation 
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1.2   Given South Africa currently has a fiscal depth of over 40% name the three methods 
they could finance this depth and say whether their finance method would increase or 
decrease interest rates.        (6) 
 
 
 
 
 
 
Question 2           [16] 
2.1 With the aid of the AD-AS model, explain the effect of a sharp increase in the price of 
oil on the economy and discuss how economic policy may be used to accommodate 
the shock on employment.       (10) 
  
 
         
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Explanation  
 
Initial shock  
 
 
 
 
 
Methods to finance fiscal depth Impact on Interest rates 
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Policy recommendation: 
 
 
 
 
 
 
 
 
2.2  Discuss 3 reasons / arguments for the expected slope of the short-run aggregate 
supply curve.         (6) 
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Question 3             [14] 
3.1 Briefly explain how the repo rate and reserve requirements can be used by the monetary 
authorities to  address the inflationary tendencies in the economy.   (4) 
_________________________________________________________________________
_________________________________________________________________________
________________________________________________________________________ 
_________________________________________________________________________
_________________________________________________________________________
________________________________________________________________________ 
_________________________________________________________________________ 
 
3.2  Briefly explain how price stability and balance of payments as macroeconomic 
objectives may be in conflict:  (4) 
_________________________________________________________________________
_________________________________________________________________________
________________________________________________________________________ 
_________________________________________________________________________
_________________________________________________________________________
________________________________________________________________________ 
 
 
3.3  List the factors that accoriding to the Keneysian school of thought would have an impact on the demand 
for money, also indicate whether the factors would have a positive or negative relationship with money 
demand?        (6)           
 
                             Factors 
 
Relationship with the demand for money(+/-) 
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Question 4         [20] 
 
The following question deals with information that follows:    
 
After the repo rate hasbeen reduced in 2012 from 5.5% to 5%, The Monetary Policy Comitte dicided to leave 
the repo rate unchanged the following three change periods, with the goal of getting a balance between 
economic activitity and inflation Quarterly Bulletin, 2013)  
 
4.1 What type of monetary policy was followed in 
July 2012 
 
4.2 What the impact of your answer in 4.1 on the 
Keynesian model 
 
 
Explanation: 
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4.3 Indicate your answer in 4.1 on the IS-LM graph 
 
 
 
 
 
Explanation: 
 
 
 
4.4  Indicate whether the decision in 2012 by the 
MPC a expansionary, restrictive or none of the 
two was, give a reason for your answer 
 
 
Question 5         (14) 
Given the following graph answer the questions below: 
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a) Given the Unemployment and economic growth graph above, explain the trend in 
the unemployment and GDP growth rates. Also refer the relationship between the 
two variables?       (4) 
 
 
 
 
 
 
 
 
 
 
 
 
b) Given the GDP in 2002 what kind of policy was implemented by the government 
if we refer to the results in 2003(2) 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
c) How could the results in b) be achieved by the government(4) 
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d) Would you the SARB have any say in the decisions made by the Government in 
terms of reaching these objectives(4) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Question 6: Measuring the economy                                                                                     [20]       
 
Use the information in the tables to calculate and answer the questions.                
Variable Value 2013 (R000 millions) 
 
Primary sector  352 122 
Exports   1 054 353 
Final consumption expenditure by households  
 
2 057 898 
Compensation of employees 1 576 784 
Gross capital formation 655 519 
Secondary sector 556 056 
Final consumption expenditure by general government  752 781 
Imports  1 149 542 
Gross operating surplus  1 403 229 
Tertiary sector  2 122 085 
Net primary income from the rest of the world -71 324 
Additional information  
Cpi2013 1.034 
Cpi2012 0.978 
 Real GDP market prices2012 1 956 444 
Size of population2013 50 million 
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a) There are three methods of calculating the gross domestic product of an economy.  List these methods 
and calculate the corresponding value of the GDP for 2013 via each method using the information 
contained in the table above. Show calculations.                          (6) 
 
  Name the methods of calculating GDP (formula) Value of GDP (Show calculation) 
 
1 
 
 
 
 
 
 
 
 
2 
 
 
 
 
 
 
 
 
3 
 
 
 
 
 
 
b) Make use of the information in the table, your previous calculations and the additional information and 
calculate the following:                                      (14) 
      
 Variable Value (R000 million) 
 
1 
 
Real GDP at market prices in 2013 
 
 
 
2 
 
Economic growth rate 2013 (according to 
expenditure method) 
 
 
 
 
 
3 
 
Inflation rate 2013 
 
 
 
4 
 
Nominal GDP(expenditure method) per capita 
2013 (R) 
 
 
 
5 Balance on the current account of the balance of 
payments for 2013 
 
 
6 Net taxes on production 
 
 
 
7  Net taxes on products 
 
 
8 Gross national income at market prices for 2013 
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9 Nominal GDP 2012 
 
 
 
10 Calculate the contribution of each of the following 
towards the expenditure on gross domestic 
product at current prices for 2013: 
a) Household 
 
 
b)  Government 
 
 
 
 
END! 
Thank you for all the hard work this semester!! 
 
